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The Federal Trade Commission 


Current agitation for a curtailment of the powers of 
the Federal Trade Commission makes it important that 
the public should understand the nature of that body. 
It was created by an act of Congress approved Septem- 
ber 26, 1914, and began to function in March of the 
following year. Its major functions have been au- 
thoritatively summarized as follows: (1) To prevent 
persons, partnerships, or corporations (except banks 
and common carriers) from using unfair methods of 
competition ; administration of sections 2, 3, 7, and 8 
of the Clayton Anti-trust Act. (2) To gather, com- 
pile, and publish information regarding the organiza- 
tion, business, conduct, practices, and management of 
corporations or associations (except banks and com- 
mon carriers) engaged in interstate or foreign com- 
merce; and (3) Administration of the Webb-Pomerene 
Export Trade Law. For carrying out these purposes 
in the interest of maintaining free competition the Com- 
mission has three main divisions—Legal, Economic, 
and Export Trade. 

The law creating the Commission declared that 
“Unfair methods of competition are hereby declared 
unlawful.” The interpretation put upon “unfair” by 
the Commission, as stated in an authorized summary 
of its functions, gives important data of social ethics. It 
is taken to mean: “trickery and chicane; the rule of 
might as opposed to right; that unfairness, meanness, 
unsportsmanlike conduct, ruthlessness, dishonesty, and 
all such things have no place in American business ; 
that no American business institution can be done to 
death by a more powerful or a less scrupulous com- 
petitor ; and that an American business institution shall 
be safeguarded in liberty of acting to extend its proper 
activities and to grow and thrive so long as it recognizes 
the similar right of life and liberty in other business 
institutions.” 

The following are among the proscribed practices: 
False advertising, misbranding of articles, adulteration 
of various products, misrepresenting them as pure, 
bribery of buyers or other employes of customers, pro- 
curing the business or trade secrets of competitors by 
espionage on their plants, procuring breach of com- 
petitor’s contracts, making of false or disparaging 
statements respecting competitor’s products, giving 
away of goods in large quantities to hamper and em- 
barrass small competitors, sales of goods at or below 
cost to accomplish the same result, trade boycotts or 
combinations of trades, passing off of the products of 


one manufacturer for those of another. (Only enough 
of the phraseology is here given to indicate the general 
nature of the practices.) 


How THE ComMMIssion WorKS 


In enforcing this law the Legal Division of the Com- 
mission, when it has reason to believe the law is being 
violated, issues a complaint which is followed by a 
written answer and a hearing. If the hearing sustains 
the Commission’s original complaint an order is issued 
requiring cessation of the practice in question. In 
addition to these provisions of the Federal Trade Com- 
mission Act, the Commission is held responsible for 
the enforcement of certain prohibitions of the Clayton 
Law—against price discrimination; against “tying con- 
tracts,” i.e., “contracts whereby, as a condition of sale 
or lease of commodities, the seller or lessor exacts from 
the purchaser or lessee an agreement that he shall not 
use or deal in other commodities except those fur- 
nished by the seller or lessor” in such a way as to pro- 
mote monopoly ; against holding companies, under cer- 
tain conditions ; and against “interlocking directorates.” 

The Economic Division is employed in studying con- 
ditions surrounding basic commodities. It was in line 
with this duty that the studies of costs in the coal in- 
dustry were made during the war—which resulted in 
the issuance of an injunction on application of the 
National Coal Association restraining the Commission 
from further activity of this sort. In this connection 
a passage from the report of the Commission for 1923 
is illuminating: “It is worthy of comment that the 
National Coal Association, which in 1920 secured an 
injunction against the Federal Trade Commission pro- 
hibiting it from requiring information on costs of pro- 
duction of coal, in 1923 publicly recommended to the 
United States Coal Commission that the bituminous 
coal operators should be called upon to submit to a 
governmental agency the facts as to their costs of pro- 
duction. This they proposed should be on a basis of 
voluntary cooperation, their preference being to report 
to the Department of Commerce or the Department of 
the Interior. If there was any force in the contention 
of the operators in enjoining the Federal Trade Com- 
mission that neither CongresS nor any agency created 
by Congress could constitutionally require information 
on the cost of production of coal that force was still 
unchanged. Yet in less than two years this national 
association of coal operators had come to see that they 
could not safely flout public opinion by refusing to 


governmental agencies and to the public the basic facts 
about this industry. So it has come about also that the 
operators have furnished to the United States Coal 
Commission the very information which they refused 
to give to the Federal Trade Commission, and which 
they caused it to be enjoined from securing.” 

The Export Trade Division of the Commission is 
charged with the administration of the Export Trade 
Law and with investigation of conditions and practices 
relating to foreign trade. The Commission is given 
jurisdiction, under that law, over unfair practices in 
export trade. 

The complaints of the Federal Trade Commission 
constitute an important index of unfair practices in 
business and also a guide to the development of ethical 
standards in business and industry. During the last 
year 1,169 requests were received from the public for 
activity on the Commission’s part. Of these, 646 were 
handled informally by correspondence. In 416 cases 
papers were docketed on applications for complaint. 
The Commission issued 144 complaints during the year 
and disposed of 126 complaints. 

Appeal from the Commission’s orders lies to the 
United States circuit courts. (The Commission like- 
wise has recourse to the circuit courts to enforce its 
decisions.) But from the time of its organization to 
the end of the last fiscal year, although 548 orders to 
“cease and desist” have been issued to 1,583 respon- 
dents, appeal has been taken in only 40 cases. 


“PITTSBURGH-PLUS” 


One of the most important cases in which the Com- 


mission has been involved is the famous “Pittsburgh- 
Plus” case. The issue was explained by Chairman 
Huston Thompson of the Commission in an address 
given in Washington on March 6: “The problem be- 
fore us is briefly this: A certain price per ton of steel 
is fixed in Pittsburgh. Some companies having plants 
in Pittsburgh also have them in Chicago. Let us say 
that the price at the Pittsburgh plant is $50 a ton. Let 
us say also, for the purpose of illustration, that the 
fabricator in Chicago is desirous of making steel parts 
for construction of buildings. He purchases his rolled 
steel from the Chicago plant belonging to the same 
Pittsburgh company. He is obliged to pay for this 
rolled steel, which he will afterwards fabricate into 
shapes to be used in this building, the price which is 
fixed for the steel at Pittsburgh, to wit: $50, as well 
as an equivalent to the freight rate of to wit: $7.50 
per ton from Pittsburgh to Chicago, notwithstanding 
the fact that the steel which he purchases from the 
Chicago manufacturer has never been transported on 
a railway. 

“The contention on the part of the Government is 
that this is handicapping the whole Middle West dis- 
trict so that when its manufacturers attempt to come 
back east with their product the imaginary freights of 
let us say $7.50 a ton are such a handicap that they 
cannot get into the Pittsburgh market, or further east 
than Indiana. On the other hand, the proponents of 
this position say that the Pittsburgh district produces 
more steel than any other district, that the Chicago 
district does not produce a sufficient amount of roiled 
steel for its own use, and hence that the last ton of 
steel produced by the Pittsburgh district determines the 
price. . . . In this case) we have taken 18,000 
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pages of testimony. We have approximately 11,000 
exhibits, so that we have an enormous record. In June, 
I presume, the case will have its final hearing.” 


In this same address, Chairman Thompson revealed 
the main purposes and contentions of the Commission. 
“I don’t think that more than five per cent of the busi- 
ness world is wrong in essence, but that five per cent 
can set the whole thing in commotion, cause confusion 
and chaos, and start many others to doing wrong. But 
there are two problems which we are meeting today in 
the market place. One is this thing which we call 
‘monopoly,’ and by monopoly I mean a group formed 
together in one great organization which becomes a 
dominant organization, so dominant that it can name 
and control the price of an article in the market place. 
In almost every industry today we have that economic 
situation. Now they don’t name, or fix, a set price. 
They fix a minimum price. The minimum 
price which they name is high enough to cover their 
highest-cost plants.” 


Price FIXING 


He explained that this minimum is high enough to 
cover a sufficient number of independents and their 
high cost plants so that there remains a pretense of 
competition. The independents may go as high as 
they like above the minimum but when they go below 
they are likely to hear from the price fixers at least 
indirectly. The latter may “give an interview out to 
the papers, for example, and say: The fair price of 
this article is so much, and anybody who tries to sell 
below that price will certainly suffer; and then if you 
will watch the papers you will see the man who has 
gone below come right back up. That is the method 
pursued unless there is a buyers’ strike, where the 
whole market has collapsed, and then of course, in 
order to keep the scenery still in the background, the 
monopoly must let the independent have a part of the 
business. Otherwise the independent would go out, 
and the monopoly stand stark naked before the public. 
But you can see that in a situation of that kind there 
is no such thing as the working of the law of supply 
and demand.” 

The other group that blocks the market price, Chair- 
man Thompson explained, is composed of jobbers’ or- 
ganizations. “With them you have price fixing going 
on—literally price fixing. They were operating a short 
time ago, under the ‘open-price’ associations, when the 
Federal Trade Commission began an insistent and per- 
sistent attack on them, with the purpose of breaking 
up their system so that there would be some sort of 
competition in the market place. I say to you that so 
far as my experience dates back in the Federal Trade 
Commission, there is more price fixing and price con- 
trol going on in the market today than at any other 
time that I have known.” 


SuPREME Court DECISION 


On March 17, the Supreme Court handed down a 
decision in the cases of the Federal Trade Commission 
v. the American Tobacco Company, and v. P. Loril- 
lard Company, Inc., in which Mr. Justice Holmes, who 
delivered the opinion of the Court, holds strongly 
against the Commission in the question of its right to 
demand access to the private papers of business enter- 
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prises. The decision says: “The mere facts of carry- 
ing on a commerce not confined within State lines and 
of being organized as a corporation do not make men’s 
affairs public, as those of a railroad company now may 
be. Smith v. Interstate Commerce Commission, 245 
U. S. 33, 43. Amyone who respects the spirit as well 
as the letter of the Fourth Amendment would be loath 
to believe that Congress intended to authorize one of 
its subordinate agencies to sweep all our traditions into 
the fire (Interstate Commerce Commission v. Brimson, 
154 U. S. 447, 479), and to direct fishing. expeditions 
into private papers on the possibility that they may 
disclose evidence of crime. We do not discuss the 
question whether it could do so if it tried, as nothing 
short of the most explicit language would induce us 
to attribute to Congress that intent. It is con- 
trary to the first principles of justice to allow a search 
through all the respondents’ records, relevant or ir- 
relevant, in the hope that something will turn up.” 

The decision is an important one, though it does not 
appear to settle the main issues in which the Commis- 
sion is now involved. It does undertake to lay down 
the principle upon which the Commission’s general 
powers of investigation must be defended: “The right 
of access given by the statute is to documentary evi- 
dence—not to all documents, but to such documents as 
are evidence. The analogies of the law do not allow 
the party wanting evidence to call for all documents 
in order to see if they do not contain it. Some ground 
must be shown for supposing that the documents called 
for do contain it. Formerly in equity the ground must 
be found in admissions in the answer. Wiugram, Dis- 
covery, 2d ed., 293. We assume that the rule to be 
applied here is more liberal but still a ground must be 
laid and the ground and the demand must be reason- 
able. Essgee Co. v. United States, 262 U. S. 147, 156, 
157. A general subpoena in the form of these petitions 
would be bad. Some evidence of the materiality of 
the papers demanded must be produced. . . . The 
demand was not only general but extended to the rec- 
ords and correspondence concerning business done 
wholly within the State. This is made a distinct ground 
of objection. We assume for present purposes that 
even some part of the presumably large mass of papers 
relating only to interstate business may be so connected 
with charges of unfair competition in interstate mat- 
ters as to be relevant, Stafford v. Wallace, 258 U. S. 
405, 520, 521, but that possibility does not warrant a 
demand for the whole.” 


A Protest Against Deportation 


A notable communication was sent a few days ago 
to Secretary of Labor Davis by the Social Service 
Commission of the Episcopal Diocese of New York in 
behalf of seventeen former political prisoners whose 
deportation as undesirable residents is under considera- 
tion by the Government. The statement says: “In our 
opinion, the mere fact that these men were convicted 
of interference with recruiting, by means of speech or 
writing, does not make them undesirable residents. To 
proclaim pacifist principles and criticise war in time 
of war may subject men to the pains and penalties of 
war statutes, but after men have served their sentence 
and the statutes under which they were convicted have 
been repealed, it seems to us that to deport them as 
undesirable residents does violence to our American 
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traditions of freedom. The character and general sur- 
roundings of the men should be investigated and de- 

= reached upon consideration of all the evi- 
ence.” 

The signers of the letter include Rev. Charles N. 
Lathrop and Rev. Charles K. Gilbert, national and 
diocesan secretaries for social service in the Protestant 
Episcopal Church, former Attorney General George W. 
Wickersham and other prominent New York Episco- 


palians. 
The Farm Relief Bills 

Congress has defeated the Norbeck-Burtness bill for 
agricultural relief, the passage of which was urged by 
President Coolidge, as reported in the Information 
Service for February 23rd. This bill provided for gov- 
ernment loans to farmers in the northwest who wished 
to purchase stock and begin to diversify their opera- 
tions. The bill did not have the unanimous support of 
the agricultural interests. For example, Senator Glass 
of Virginia frankly stated that he did not wish to help 
the wheat grower to diversify and consequently com- 
pete with farmers in other sections. With the defeat 
of this measure the fight now centers around the Mc- 
Nary-Haugen bill, which has been reported favorably 
to the Senate by the agricultural committee. The pur- 
pose of this bill, as described in the March 8th Service, 
is to provide for the organization of a government 
financed corporation to purchase surplus products for 
resale in foreign countries. This is to be done when- 
ever the price of such products falls below its average 
relation to the general price level as determined by the 
ten pre-war years. The losses sustained by export 
sales are to be met by a tax on the much greater volume 
of any given product sold in the home market. This 
bill is being favored by many farmers, farmers’ or- 
ganizations and agricultural papers. It is being mainly 
opposed by urban financial groups. The publications 
of the National City Bank, the Chase National Bank, 
the New York Trust Company and other metropolitan 
banks take the position that the passage of this bill 
would be a serious blow at the welfare of American 
agriculture and business alike. They feel that the law 
would not work, that it would aggravate the situation 
it proposes to cure and that it would lead to high tariffs 
in foreign countries anxious to prevent our dumping 
supplies on the world market. The big meat packers 
oppose the bill on the ground that it will put the gov- 
ernment into the packing business. Spokesmen of 
farmers say that this argument is an admission that the 
packers intend to take all profits in a “rising market” 
for themselves. The grain trade is also opposed to the 
bill. Its organs even aver that on the passage of the 
act every grain elevator in the northwest would have 
to close because the bill would make trading in “futures” 
impossible. The function of futures is to protect prices 
against wide fluctuations. The McNary-Haugen act 
would restrict such trading because the pre-war pur- 
chasing power of grain would be known from month 
to month and this would give a fair indication of future 
prices. The farm press apparently would not be ill- 
pleased at the restriction of trading in futures. Judg- 
ing from Department of Agriculture reports the brokers 
on the Chicago Board of Trade sell forty times as much 
wheat and seventy times as much corn in a month as 
is actually delivered. This trading is being increasingly 
opposed by agricultural interests. 


il 


Criticism of “Upper Classes’ 


A severe criticism of those who are considered in- 
tellectually and financially successful in our present eco- 
nomic system is embodied in Warren S. Thompson’s 
paper “Eugenics as Viewed by a Sociologist,” delivered 
before the American Sociological Society and printed 
in the February Monthly Labor Review. Those who 
succeed in the economic system, contends Professor 
Thompson, are not necessarily mentally alert except in 
a special way. Before their tenacity of purpose can be 
praised it must be shown that what they are tenacious 
about is not purely individual and selfish. In adapta- 
bility they are quick enough in certain respects, but this 
does not guarantee that they are adaptable socially. 
The popular intelligence tests of war-time, Professor 
Thompson says, measured special abilities but not gen- 
eral intelligence. Those rated superior by these tests 
are simply “likely to succeed in the economic competi- 
tion of our existing social system.” 

When we consider spiritual leadership and family 
life, these successful men and women are grossly in- 
ferior and inadaptable, says Professor Thompson. They 
have become selfish. They are shut off from humanity. 
They have not proved their worth to guide the des- 
tinies of the race. They are not contributing to the 
spiritual life of large numbers of people. Here and 
there is a spiritual leader from them but he is not 
acknowledged as a leader of the upper economic classes. 
Considering the demands of family life, Professor 
Thompson believes that these successful individuals 
place ambition, ease, luxury, and freedom of travel 
before marriage and rearing a family. They are prac- 
ticing race suicide and birth control, and this, he de- 
clares, is a sign of their inferiority. 

Professor Thompson was for several years in the 
department of rural social organization at Cornell and 
is now engaged in population studies for the Scripps 
Foundation at Miami University. 

Filling a Gap 
The Big Gap—November to March 

The Norris Resolution (S. J. Res. 22) has passed 
the Senate and awaits action by the House. It pro- 
vides for the submission of a constitutional amendment 
to the effect that the inauguration of a president fol- 
lowing election in November every fourth year shall 
take place in January instead of in March and that a 
newly elected Congress shall likewise convene in Janu- 
ary. Assuming the desirability of this change, the ne- 
cessity of an amendment seems to be clearly established 
by the following section of the Senate Judiciary Com- 
mittee’s report on the resolution: ; 

“The question is sometimes asked, why is an amend- 
ment to the Constitution necessary to bring about this 
desirable change? The Constitution does not provide 
the date when the terms of Senators and Representa- 
tives shall begin. It does fix the term of Senators at 
six years and of Members of the House of Represen- 
tatives at two years. The commencement of the term 
of the first President and Vice-President and of Sen- 
ators and Representatives composing the first Congress 
was fixed by an act of Congress adopted September 
13, 1788, and that act provided ‘that the first Wednes- 
day in March next be the time for commencing pro- 
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ceedings under the Constitution.’ It happened that the 
first Wednesday in March was the 4th day of March, 
and hence the terms of the President and Vice-Presi- 
dent and Members of Congress begin on the 4th day 
of March. Since the Constitution provides that the 
terms of Senators shall be six years and the terms of 
Members of the House of Representatives two years, 
it follows that this change can not be made without 
changing the terms of office of Senators and Repre- 
sentatives, which would in effect be a change of the 
Constitution. By another act (the act of March 1, 
1792), Congress provided that the terms of President 
and Vice-President should commence on the 4th day 
of March after their election. It seems clear, there- 
fore, that an amendment to the Constitution is neces- 
sary to give relief from existing conditions.” 


Government and Economic Laws 


To the suggestion that the normal working of eco- 
nomic laws will bring the farmer out of depression 
safely and that government interference is unnecessary 
and unwise, Secretary Wallace has this to say: “These 
laws are at work. They are driving people from the 
farms and will continue to do so until farm produc- 
tion is reduced to a point where the demand for food 
will compel a fair price. They are transferring the 
land from those who farm it to those who do not, in- 
creasing the number of non-resident land owners and 
the attending evils. They are compelling those farmers 
who manage to hold on to follow methods of farming 
which deplete the fertility of the soil. . . . They 
are reducing the standard of living in the farm home, 
compelling hard labor by the farm mother, depriving 
the farm children of their rightful educational and 
social opportunities and creating in them a hatred of 
farm life which will lead them to leave the farm at the 
first opportunity. The free operation of economic laws 
is working all of these evils and more. Other 
groups have been protected by the government from 
the full sweep of economic laws. Once such a policy is 
adopted for the benefit of one group, it must be ap- 
plied fairly to all, or we enter a period of economic and 
political disturbance the result of which we can not 


Pointedly Put 


“Someone has coined the expression, ‘The church 
which walks like a business man.’ It is generally a 
church in a residential section of a city or town, which 
is well supported and has about it many of the same 
qualities which we find in a large business establish- 
ment. But the church must do something more than 
simply adapt itself to those tendencies of thought and 
feeling which are the product of experience in the 
modern business world. . . The real test lies in 
the ability of the church to Christianize the group which 
it has won. Here, especially, the church is called upon 
to denounce with the courage of the old prophets, self- 
ishness, luxury, dishonesty in the strong and the power- 
ful. The sins of the modern business world are pecu- 
liarly their own, and the church should know them.”— 
From article by Arthur E. Holt on The Church, The 
Farmer and The Business Man, in Adult Bible Class 
Monthly (Congregational) for April. This magazine 
is pioneering in the use of the project method in Chris- 
tian Social Education. 


